TANCO HOLDINGS BERHAD (3326K)


Notes To The Interim Financial Statements




For the Financial year ended 31 December 2008                                         

A1.
BASIS OF PREPARATION

The interim financial statements have not been audited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad and should be read in conjunction with the Group’s Annual Financial Report for the year ended 31 December 2007. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant for an understanding of the changes in the financial position and performance of the Group since the year ended 31 December 2007.

A2.
CHANGES IN ACCOUNTING POLICIES

The accounting policies adopted are consistent with those as applied in the preparation of the audited financial statements for the year ended 31 December 2007 and principally remain unchanged except for the adoption of the following revised Financial Reporting Standards (“FRSs”) which are effective for the financial year beginning 1 January 2008:

FRS 107
Cash Flow Statements

FRS 111
Construction Contracts

FRS 112
Income Taxes

FRS 118
Revenue

Amendment to FRS 121
The Effects of Changes in Foreign Exchange Rates – Net investment in a Foreign Operation

FRS 134
Interim Financial Reporting

FRS 137
Provisions, Contingent Liabilities and Contingent Assets

The adoption of the above FRSs does not have significant impact on the financial position of the Group.

A3
QUALIFICATION OF AUDIT REPORT

There was an emphasis of matter in the auditors’ opinion on the annual financial accounts of the Group and the Company for the year ended 31 December 2007. The emphasis of matter is on the ability of the Group and the Company to continue as going concerns being dependent on the successful implementation of its projected assets disposal programme pursuant to the facility agreement with Lehman Brothers Commercial Corporation Asia Limited (“Lehman”) and the Group and the Company achieving sustainable and viable operations.

A4. 
SEASONAL OR CYCLICAL FACTORS

General economic conditions remain uncertain amidst fears of a global recession resulting from the contagion effect of the US financial crisis. Confidence has been eroded by this external downturn. Our principal businesses to a significant extent have been affected by the underlying negative sentiment.

A5.

UNUSUAL ITEMS DUE TO THEIR NATURE SIZE OF INCIDENCE

There were no unusual items for the quarter under review.

A6.

CHANGES IN ESTIMATES

There are no changes in estimates of amounts, which have a material effect in the current period.

A7.
ISSUANCES AND REPAYMENT OF DEBT AND EQUITY SECURITIES

There were no issuance and repayment of debts and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial half year under review.

A8.
DIVIDEND 

No dividend has been paid since the end of the previous financial year.

A9.
SEGMENTAL REPORTING

	
	Revenue
	
	Profit/(Loss) before tax

	
	   12 months

	
	   12 months

	
	Ended 
	
	Ended 

	
	31/12/2008
	
	31/12/2008

	Analysis by Activity
	RM’000
	
	RM’000

	
	
	
	

	Property Development
	6,505
	
	(24,977)

	Resorts and Club

  Operation/Management
	 21,725


	
	(9,878)

	Investment Holdings
	-
	
	(41,548)

	
	28,230
	
	(76,403)


Segmental reporting by geographical locations is not presented as the activities of the Group are carried out mainly in Malaysia.

A10. 
VALUATION OF PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are stated at cost less accumulated depreciation, amortisation and impairment loss.

A11.
SUBSEQUENT EVENTS

There has not arisen in the interval between 31 December 2008 and the date of this announcement, any item, transactions or event of a material and unusual nature likely, in the opinion of the Directors, to affect substantially the results of the operations of the Group. 

A12.
CHANGES IN THE COMPOSITION OF THE GROUP

There was no material change to the composition of the Group during the current financial quarter except for the Group, through its wholly-owned sub-subsidiary company, Tanco Resorts Berhad, had on 13 October 2008  acquired two (2) ordinary shares of RM1.00 each representing the entire issued and paid-up share capital of TIVR Sdn. Bhd. (formerly known as Eminent Rewards Sdn. Bhd.) (Company No. :832870-V). This acquisition has no impact on the financial position of the Group.

A13. CONTINGENT LIABILITIES

As at 31 December 2008, the contingent liabilities of the Group are as follows: -

	
	    RM’000

	Bank guarantees 
	

	- secured over fixed deposit of certain subsidiary companies
	    37

	A resort property pledged to a merchant bank for loan facility granted to Renown Projects Sdn Bhd in which certain directors have interests
	10,940

	Company’s undertaking to a purchase arrangement
	15,000

	
	25,977


As at 31 December 2008, the Company has given corporate guarantee amounting to RM129.162 million to secure banking facilities given to its subsidiaries and has advanced in total RM378.925million in the form of loans and advances to its subsidiaries with interest ranging from 1% to 15% per annum.

Bursa Malaysia Listing Requirements (Part A of Appendix 9B)

B1.
REVIEW OF PERFORMANCE OF THE COMPANY AND ITS PRINCIPAL SUBSIDIARIES 

The Group for the financial year ended 31 December 2008 had incurred a loss before taxation and minority interest of RM76.403 million as compared to the corresponding financial year with a profit of RM206.485 million, an adverse variance of RM282.888 million. The higher profit for the corresponding financial year is due principally to the waiver of debts that the Group has secured from its Lenders following the successful completion and implementation of its debt restructuring scheme. In addition, the Group had incurred higher interest cost on its existing facility.

B2.
MATERIAL CHANGES IN THE QUARTERLY RESULTS COMPARED TO THE RESULTS OF THE PRECEDING QUARTER ENDED 30 SEPTEMBER 2008

The Group for this quarter ended 31 December 2008 has recorded a loss before taxation and minority interest of RM15.552 million as compared to a loss of RM29.439 million in the preceding quarter ended 30 September 2008, an variance of RM13.887 million. The higher loss in the preceding quarter is due principally to the provision for unrealised loss on foreign exchange.

B3.
PROSPECTS FOR THE CURRENT FINANCIAL YEAR

The economic situation remains fluid and abounds with uncertainties and appropriate steps have been and will continue to be taken by the Group to deal with the numerous challenges faced by its businesses. The Group is presently working hard towards improving its financial position further.

B4.
VARIANCE OF ACTUAL PROFIT FROM FORECAST PROFIT

The Company did not issue any profit forecast during the financial year.

B5.
TAXATION

Included in Taxation is: -

	
	Current Quarter
	
	  Year to date

	
	RM’000
	
	RM’000

	Current year’s provision
	            1
	
	550

	Deferred taxation
	(44)
	
	            0

	
	(43)
	
	550

	Under/(Over) provision in prior years
	-
	
	(1,275)

	
	(43)
	
	(725)


B6.
PROFIT ON SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES

There was no other sale of unquoted investments or properties other than those exercised in the ordinary course of business of the Group for the quarter.

B7.
QUOTED SECURITIES

a) There were no purchases or sale of quoted securities made in this quarter. 


b) Investments in Quoted Securities
	
	RM’000

	    Quoted shares in Malaysia, at cost
	23

	    Provision for diminution in value
	(21)

	
	

	
	  2

	
	

	    Market value of quoted shares
	  3


   B8.
STATUS OF CORPORATE PROPOSALS

There is none currently being worked on by the Group and the Company.

B9.
GROUP BORROWINGS AND DEBT SECURITIES

Total Group’s borrowings as at 31 December 2008 are as follows: -

Short term borrowings

	
	RM’000

	Term loan, secured 
	318,456

	Hire purchase and lease payables
	                          103

	             Total       
	318,559


Long Term Borrowings

	

	RM’000

	Hire purchase and lease payables
	                          299

	             Total       
	299


B10.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS

As at 23rd February 2009, the latest practicable date, which is not earlier than 7 days from the date of this issue of this quarterly report, the Group does not have any financial instruments with off balance sheet risk.

B11. MATERIAL LITIGATION
As at 23rd February, 2009, the latest practicable date that is not earlier than 7 days from the issue of this quarterly report, the Group is not engaged in any material litigation except for:

i. a claim by a Contractor against a wholly owned subsidiary of the Company for the sum of approximately RM45,576,325.06 allegedly for outstanding billings, finance & interest charges. 


A settlement agreement which would see the above claim being fully and effectively resolved within a 6 month period was signed between the parties on 4.2.2009.

ii. claims by various purchasers a wholly owned subsidiary of the Company for liquidated damages for late delivery of vacant possession of the completed units and for refunds due to terminated Sale and Purchase Agreements, amounting to approximately RM700,876.42 ;

iii. a claim by a party against a wholly owned subsidiary of the Company for the sum of RM4,679,261.56 together with interest at the rate of 8.9% per annum from 24 October 2003 until realisation and damages by way of a counterclaim in a suit filed against the claimant allegedly for breach of certain terms and conditions of an agreement that the claimant has entered into;

iv. a claim by a party against a wholly owned subsidiary of the Company for the sum of RM2,489,857.91 together with interest at the rate of 14% per annum from date of the Statement of Claim until realisation and damages allegedly for breach of certain terms and conditions of an agreement that the claimant has entered into with the subsidiary. This claim is related to the claim  in paragraph (iv) above;

v. a claim by the Government of Malaysia against a wholly owned subsidiary of the Company for alleged statutory arrears amounting to RM1,073,550.43 together with interest and costs. This has resulted in a judgment claim for RM1,111,187.92.

Apart from the above, there is no other material litigation pending as at the date of this announcement

B12.
DIVIDEND

The Board does not recommend the payment of any dividend for the financial year ended 31 December 2008.

B13.
EARNINGS PER SHARE

The basic loss per share is calculated based on the Group’s loss for the period after taxation and minority interest of RM75.678 million and on number of ordinary shares in issue of 334,886,726.

By Order of the Board

Choi Siew Fun

Date:  24 February 2009
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